US aL A\D REFIN NG Q2

| BLA 93-683 Deci ded Decenber 30, 1996

Appeal froma decision of the Deputy Drector, Mneral s Managenent
Service, granting in part and denying in part appeal s of orders requiring

additional paynents for purchases of royalty-in-kind oil.

ME- 88-0194- &G MVE- 89- 0186- (BG

Reversed in part; set aside and renmanded in part.

1.

Administrative Authority: Generally--Q1 and Gas
Leases: Royalties: Generally--Satute of Limtations

Astatute establishing tine limtations for the
commencenent of judicial actions for danages on behal f
of the Lhited Sates does not |imt admnistrative
proceedi ngs wthin the Departnent of the Interior.

Accounts: Paynents--Q1| and Gas Leases: Royalties:
Paynent s

The Departnent properly | ooks to the purchaser of
royalty-in-kind oil, not the | essee producing the oil,
for additional paynents for that oil.

Admini strative Practice--Admnistrative Procedure:
Admini strative Record--Adnmini strative Procedure:
Admini strative Review-Adnministrative Procedure:
Deci si ons-- Appeal s: General | y--Rul es of Practi ce:
Appeal s: General |y

Wien i ssuing a deci sion, MM nust not only ensure that
the decision is supported by a rational basis, but that
basis nust be stated in the witten decision and
denonstrated in the admni strative record acconpanyi ng
the decision. An MV deci sion dermandi ng additi onal
paynents for purchases of royalty-in-kind oil wll be
set aside where, on appeal, MV abandons its original
expressed justification for the underpaynent
determnations and substitutes another rational e which
was only tangentially referenced in one of the denand
letters and has no record support.

MVE- 88- 0104- &G

APPEARANCES  Jerry E Rothrock, Esq., and Mchael S Ray, Esq.,
Vshington, DC, for US QI and Refining Gonpany; Peter J. Schaunber g,
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| BLA 93-683

Esq., Geoffrey Heath, Esq., and Howard W Chal ker, Esqg., Gfice of the
Solicitor, US Departnent of the Interior, Véshington, DC, for the
M neral s Managenent Servi ce.

(P N ON BY ADM N STRATI VE JUDGE HUIGHES

US QI and Rfining Gnpany (US. Q1I) has appeal ed fromthe June 3,
1993, decision of the Deputy Orector, Mneral s Managenent Service (MVB),
granting in part and denying it part its appeals of three orders issued by
the Royalty Gonpl i ance D vision of the Royal ty Managenent Program (RWP),
MVE, requiring additional paynents and admnistrative charges in connection
wth US QI's purchases of royalty-in-kind (RK oil fromtw Federal oil
and gas | eases.

Q1 June 1, 1980, US QI entered into an agreenent to purchase RK
oil fromFederal Lease Nos. 080-019382-0 and 080-020997-0 | ocated in the
M dway- Qunset Held in Glifornia (RK Gontract No. 14-08-0001-18019 (R K
ontract)). The contract required US QI to pay to MMB the narket price
for the RKoil plus specified admnistrative charges and defi ned "nar ket
price" as

the hi ghest price per barrel regularly posted or published, or
generally paid or offered, by any principa purchaser of crude
ol of equal AP.I. gravity in the field where produced, or if
there are no postings in the field, the highest price posted in
the nearest field where a conparabl e grade of crude oil is
produced and sol d.

(RK Gontract, Aticle V). Paynents for the RKoil were due on or before
the last day of the calendar nonth followng the nonth in which the royalty
oil was delivered (RK Gontract, Article M).

ME88-0104-BG  Sun Ol .: Federal Lease No. 80-020997-0: Audits
covering fromJanuary 1, 1977, through January 31, 1983

Pursuant to the authority granted by section 205 of the Federal Ql
and Gas Royalty Managenent Act of 1982 (FOZRMA), 30 US C § 1735 (1994),
the Galifornia Sate Gonptroller's Ofice (Sate) reviewed the Federal oil
and gas onshore leases |located in Galifornia held by Sun QI Gonpany (Sun),
i ncludi ng Federal Lease No. 80-020997-0, for the period January 1, 1977,
t hrough January 31, 1983, and determined that US QI had underpaid MB
for the RKoil fromthat |ease by $57,437.60. O April 30, 1986, the
Sate sent US QI an issue letter addressing the under paynent di scovered
during the audit of Sun. US QI responded on July 28, 1986, providi ng
additional information. See MMB Feb. 9, 1988, Denand Letter at 1-2.

The record does not contain copies of the issue letters sent by the
SatetoUS QI or its responses. However, we infer fromother docunents
inthe case file, including US Ql's appeal s of the MM denands for
additional paynents, that the Sate had consi dered the prices posted by
ARDO Al and Gas Gonpany (ARX) as establishing the narket value of the RK
oil.
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In a denand letter dated February 9, 1988, MMB noted that the Sate's
review had reveal ed that it had used | ess than the hi ghest posted price to
bill US Al for the RKoil, resultingin US Ql's failure to pay the
"actual value" of the oil received wthin the neaning of the RK contract.

MB directed US QI toremt an additional $57,437.60 for the val ue of
the RK oil purchased during the audit period, plus $287.19 in
admni strative charges.

US QI appealed this denand letter to the Drector, MV argui ng
that the cla mfor underpaynent was barred by both the 6-year statute of
limtations found in 28 US C § 2415(a) (1994) and the doctrine of |aches,
and that MVB shoul d hol d Sun responsi bl e for the under paynent since that
conpany had provided MM with the erroneous pricing infornmation that MB
had used to bill US QI for the RKoil (Notice of Appeal to MB at 1-2).

US QI contended that the prices used by the Sate were not
representative of the pricing bases on which the purchased RK oil was
actually sold in arms-length transactions. 1d. at 2. Further, it argued
that, in determning the narket price for the RKoil, the Sate shoul d not
have relied on the prices posted by ARJO because ARO did not qualify as a
"principal purchaser” under Article V of the RK contract (May 16, 1988,
Letter at 3-4). US QI also requested access to the records underlying
the request for the additional paynent (Apr. 14, 1988, Letter). This
appeal was docketed as MVE&- 88- 0104- (BG

Inthe field report prepared for this appeal, MG reduced the
addi tional paynent to $1, 726.41, the anount due only for January 1983 R K
oil. The reduction reflected the Novenber 21, 1983, determination of the
Royal ty Val uation and Sandards Oivision (R/SD, MB that ARCOwas not a
"principal purchaser” of crude oil production fromthe M dway-Sunset field
during the 1977-82 audit period, and the Sate's concession that its
findings for that period were not supportable wthout reliance on AR s
posted prices (Dec. 19, 1991, Held Report at 1). M noted, however, that
the R/SD had i ssued an Gctober 9, 1991, val ue determnation concl udi ng that
ARO was a "principal purchaser” of crude oil fromthe M dway-Sunset field
during the later period 1983-85. 1d. at 8 M considered the renai nder
of US Ql's argunents neritless.

MVE-88-0194-(BG Santa Fe Energy .: Federal Lease No. 80-019382- 0.
Audits covering fromJanuary 1, 1977, through Decenber 31, 1983

Inits audit, the Sate reviewed the Federal onshore |eases in
Galifornia held by Santa Fe Ehergy Gonpany (Santa Fe), includi ng Federal
Lease No. 80-019382-0, for the period January 1, 1977, through Decenber 31,
1983, and concluded that US QI had underpaid MM for RK oi |l purchased
fromthat |ease by $312,223.36. The Sate transmtted an issue letter to
US QI concerning the underpaynent on May 7, 1986, and US QI responded
wth supplenentary data on July 30, 1986. See MVG Apr. 11, 1988, Denand
Letter at 2.

Qh April 11, 1988, MVE issued a denand | etter based on the Sate's
review finding that the price reported by Santa Fe and used to bill US
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Ql for the RKoil was | ess than the highest posted price, and that,
therefore, US QI had not paid the actual val ue of the oil received.
Mb ordered US QI to pay an added $312,233.36 for the value of the oil,
and an admni strative charge of $1,561.12.

US QI appealed this denand letter to the Drector, MV raising
both 28 US C 8§ 2415(a) (1994) and the doctrine of |aches as precludi ng
MB claimfor additional paynent for the RKoil (Apr. 29, 1988, Nbotice
of Appeal at 1-2). S nce Santa Fe had provided the pricing infornation to
ME US QI argued that MVB shoul d recoup the under paynent fromSanta Fe.
Id. at 22 US QI further disputed the validity of the pricing bases
utilized by the Sate as not representative of the actual val ue of the oil.

It al so requested access to the infornation supporting the denand. 1d.
This appeal was docketed as MVE 88- 0194- (BG

In the Decenber 23, 1991, field report prepared for that appeal, MB
reduced the amount of the underpaynent to the $23,422.71 due for the period
January through Decenber 1983 to correspond to the Novenber 21, 1983, RVSD
determnation that ARGOwas not a principal purchaser in the M dway- Sunset
field prior to January 1983 (Dec. 23, 1991, Held Report at 1). MB
disputed the rest of US QIl's argunents and proffered the Qctober 9,

1991, RVSD val ue determination as support for the validity of the amount of
revi sed underpaynent. Id. at 7.

US QI responded to the field report, disputing the MVB
concl usions that ARGOwas a "princi pal purchaser” during 1983-85, and that
ARDO s posted prices accordingly represented the narket price (Jan. 27,
1992, Letter at 1-2).

ME89-0186-BG  Sun Ol .: Federal Lease No. 080-020997-0: Audits
covering fromFebruary 1, 1983, through Decenber 31, 1986

The State conducted anot her review of Sun's Federal onshore | eases in
Galifornia, including Federal Lease No. 080-020997-0, this tine for the
period February 1, 1983, through Decenber 31, 1986, and found that US Ql
had underpai d the Governnment $23,154.09 for RK oil purchased during that
period. The Sate communi cated these findings to US QI by issue letter
dated July 22, 1988. US QI responded by letter dated August 16, 1988,
chal | engi ng various aspects of the Sate's valuation criteria. As a result
of that letter, the Sate adjusted its determnation and reduced the
under pai d anount to $9,010. 71. See M6 June 1, 1989, Denand Letter at 1-2.

In a denand |l etter dated June 1, 1989, based on the Sate's review
MVE concl uded that the prices reported by Sun which MVB had used to bill
US QI were less than the highest posted price, and, therefore, that
the Governnent had not received the highest posted price for the RK oil
soldtoUS QIl. Accordingly, MBinstructed US QI to pay an extra
$9,010. 71 for the value of the RKoil, as shown on an encl osed schedul e,
plus $45.05 in admnistrati ve charges. The schedul e attached to the
letter, although entitled "Schedul e of Additional Royalty Due February 1,
1983
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t hrough Decenber 31, 1986," provided information only for the nonths Mrch
t hrough Novenber 1983. The schedul e identified "Chevron/ Arco” as the
conpany posting the highest price for March through August 1983 and |i sted
Chevron al one as the conpany posting the highest price for Septenber

t hrough Novenber 1983.

US QI appealed this denmand letter to the Drector, M
incorporating by reference the issues raised in the January 27, 1992,
letter responding to the field report in M5-88-0194-%G US QI denied
that ARCOOwas a "principal purchaser” in the Mdway-Sunset field, or that
ARDO s posted price represented the "market price.” It requested access to
the i nformation upon which these determnations by MB and the Sate had
been based (Jan. 27, 1992, Letter at 1-2). US QI alsoreiterated that
the MVB denand was barred by the statute of limtations and | aches, and
that the conpany responsible for reporting the erroneous prices, not US
al, should be liable for any underpaynent for the RKoil. 1d. at 2-3.
This appeal was docketed as MV 89- 0186- (BG

Inits April 14, 1992, field report, MVb asserted that whet her or not
RVSD properly determned that ARDOwas a "principal purchaser” in the field
during the audit period was irrel evant, because the Sate's findings were
actual |y based on the Chevron prices for March through Novenber 1983 and
only referred to ARDO s postings for March through August 1983 because
those prices agreed wth Chevron's posted prices (Apr. 14, 1992, Held
Report at 3). Based on discussions wth R/SD and S ate personnel, MB
determned that no doubt existed over Chevron's status as a "principal
purchaser” fromthe field during the relevant tine, and further, that US
QI did not need any additional infornmation to verify the accuracy of the
val ues used by the Sate, as Chevron's price postings were public
information. |d MBregarded the rest of US Ql's argunents as
neritless.

Deci sion of MMV Deputy D rector

In his June 3, 1993, decision the Deputy DO rector consolidated the
three appeals. 1/ The Deputy D rector concluded that the statute of
l[imtations, 28 US C § 2415 (1994), did not apply to this admnistrative
proceedi ng and that MM denands were not barred by |aches. 2/ He al so

1/ The Deputy D rector sumnmarized the bal ances due for the RK oil based
on the adjustnents identified in the field reports: $23,422. 71, plus
$117.12 in admnistrative charges, for January through Decenber 1983 R K
oil fromFederal Lease No. 080-019382-0 (MV& 88-0194- X3 ; $1, 726.41, plus
$8.63 in admnistrative charges for January 1983 RK oil fromFederal Lease
Nb. 080-020997-0 (MV& 88-0104- X3 ; and $9,010.71, plus $45.05 in

admni strative charges, for March through Novenber 1983 RK oil from
Federal Lease No. 080-020997-0 (MV& 89-0186- (XG .

2/ BEvenif the statute of limtations were applicable, he found that it
woul d not bar the assessnent of $1,726.41 for the January 1983 sal es nonth,
the assessnent of $23,422.71 for the period January through Deceniber 1983,
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rejected US QI's contention that the | essees providing the pricing

i nformation shoul d have been hel d liable for any under paynents, hol di ng
that a Federal |essee need only to tinely deliver and report correct RK
vol unes to satisfy its royalty responsibility for RKoil.

The Deputy Drector noted that RK oil nust be sold at not |ess than
"nmarket price," defined by the regul ations as the hi ghest price posted by
a "principal purchaser” of crude oil of equal AP.I. gravity inthe field
where produced. He adopted the RW interpretation of a "principal
purchaser” as a conpany that regul arly purchased crude oil under arms-
 ength conditions, adding that RW nade such determnati ons on a case- by-
case basis utilizing the percentages of the total crude oil available for
sal e under arms-|ength conditions bought by each purchaser (Decision
at 7). In the absence of conpelling evidence to the contrary, he concl uded
that the data relied on by RVSDin its Qctober 9, 1991, val ue determination
sufficed to establish that ARDOwas a "principal purchaser” in the M dway-
Sunset fieldin 1983. 1d. at 7-8. Herejected US Ql's challenges to
the validity of ARDOs postings as specul ative and unsupported by any
probative evidence. 1|d. at 8.

Aternatively, after recapitulating RWP s assertion that the
under paynent determnations were not based sol ely on ARCO s postings but
actual ly reflected Chevron's price postings for Mrch through
Novenber 1983, the Deputy Drector found that US QI had not disproven
that Chevron was a naj or purchaser fromthe Mdway-Sunset field during the
period under appeal. Id. at 89. Accordingly, he granted the appeal s to
the extent the denmand orders invol ved tine periods before January 1, 1983,
and denied themas to the tine period after 1982. 1d. at 9.

O appeal, US QI challenges both the factual and | egal
under pi nni ngs of the Deputy Drector's decision, contending that MVB has
failed to prove that ARGOwas a principal purchaser of crude oil in the
M dway- Sunset field during any nonth of 1983 and objecting to M refusal
toprovide US QI wth discovery of the factual and | egal bases of the
under paynent clai ns (Suppl enental Satenent of Reasons (S(R at 10, 13).
Appel | ant asserts that MVB enbraced a new invalid interpretation of
"principal purchaser” in the Gctober 9, 1991, val ue determnation, and
that, in any event, this new construction may not be applied retroactively
to sales occurring in 1983 (SORat 15, 16). US QI also disputes the
Deputy Director's conclusions that the statute of limtations is
i nappl i cable to MVB admini strative proceedi ngs, and that the RK oil
purchaser (instead of the | essees responsible for incorrectly reporting the
value of the RKoil) is liable for underpaynents for that oil (SORat 19,
21-22).

Inits answer, MVB argues that, despite the fact that the underpaynent
assessnents were based in part on Chevron's price postings, US QI has

fn. 2 (continued)

or the assessnent attributable to paynents tendered by US QI on or after
June 1, 1983, since the denmands for those anounts fell wthin the 6-year
period foll ow ng paynent for the RKoil.
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nei ther asserted nor established that Chevron was not a naj or purchaser
(Answer at 3). MB contends that US QI had anpl e notice that the

under paynent s were grounded on Chevron's prices because those prices were
listed in the schedul e attached to the June 1, 1989, order and were
discussed in the Deputy Drector's decision (Answer at 3-4). MB asserts
that US Ql's failure to challenge the validity of those prices before
the Board, given that know edge, nandates di smssal of the appeal for the
peri od March through Novenber 1983 (Answer at 4). MVB al so mai ntains that,
since US QI did not raise the i ssue of whether Chevron qualified as a
principal purchaser in the appeals to the Deputy D rector (who accordingly
did not decide the issue), appellant has no right to appeal the issue to
the Board, and the Board | acks jurisdiction to consider the question
(Answer at 4-6).

In any event, MVMB avers that Chevron clearly was a principal purchaser
of crude oil in the Mdway-Sunset field during 1983 and identifies various
agreenents and contracts referenci ng Chevron's posted prices, copies of
which are attached to the answer (Answer at 6-7;, Exhs. 1-5).

MVE denies that it has revised the definition of "principal
purchaser,” pointing out that the definition set out in the Deputy
Drector's decision coincides wth the historical definition of
"principal purchaser” cited by US QI (Answer at 7-8). Athough the
Deputy Director determined that ARDOwas a "principal purchaser” based on
this definition, MM nowstates that it "no longer relies on AR being a
princi pal purchaser” and requests that the Board renand the Deputy
Drector's decision as it applies to January, February, and Decenber 1983
toalowMBtowthdrawthe bills for those nonths (Answer at 8 n.1). MB
insists, however, that because Chevron was a "principal purchaser” for the
peri od March through Novenber 1983, the Board nust affirmthe under paynent
demands for those nonths. |1d.

ME further asserts that Board precedent firmy establishes that the
statute of limtations does not bar affirnance of the Deputy Drector's
decision, and that MVE properly billed the RK oil purchaser, not the
| essee, for the additional paynents due for the RKoil (Answer at 8-9).

Inreply, US QI requests that the Board summarily grant the appeal
based on MB disavowal of ARDO as a "principal purchaser” of crude oil in
the Mdway-Sunset field during 1983 (Reply at 7). Appellant avers that the
MVE dermands for additional paynents were based sol el y and excl usively on
the theory that ARJQ not Chevron, was a principal purchaser of crude oil
inthat field during each nonth of 1983 (Reply at 4). US QI contends
that the June 1, 1989, denand letter, like the two 1988 denand letters, did
not cite any conpany as a "princi pal purchaser” and hypot hesi zes that this
failure stermed fromthe fact that R/SD had not yet issued its Ctober 9,
1991, val ue determnation concluding that ARGOwas a "princi pal purchaser”
during 1983 (Reply at 5 n.2). US QI submts that the dearth of any data
inthe record divul ging Chevron's posted prices or Chevron's arms-length
purchases of crude oil inthe field convincingly refutes MB newy clai ned
reliance on Chevron's posted prices (Reply at 5).
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US QI asserts that it has not waived its right to contest MM new
|l egal theory concerning Chevron, since the demand | etter appeal s were not
limted to challenges to ARDOs status as a principal purchaser but al so
i ncl uded general objections to MB failure to prove that the postings
relied upon were issued by a principal purchaser (Reply at 6-7).

Appel lant nmai ntai ns that the evidence attached to MMB answer conpl etel y
fails to establish that Chevron was a principal purchaser of crude oil from
the Mdway-Sunset field during each nonth of 1983 (Reply at 8-9).
Soecifically, appellant avers that the evidence submtted for the first
tine on appeal does not establish: that Chevron regul arly purchased crude
ol fromthe field during any nonth, | et al one the rel evant nonths; that
any purchases nade were at arms-length at the prices posted by Chevron; or
that the vol unes purchased were significant inrelation to the total vol une
of crude oil purchased at arms-length in that nonth fromthe field (Reply
at 9-10). Should the Board find that the bel ated evi dence establishes a
prinma faci e case that Chevron was a principal purchaser, US QI renews
its requests for relevant discovery (Reply at 11-12).

[1] As aninitial matter, we reject US Ql's contention that the
6-year statute of limtations at 28 US C § 2415(a) (1994) precl udes the
MVE dermands for underpaynents for RKoil. That section, which governs the
tine for commencing judicial actions brought by the Lhited S ates, provides
in part:

Subject to the provisions of section 2416 of this title,
and except as ot herw se provided by (Gongress, every action for
noney danages brought by the Lhited Sates or an officer or
agency thereof which is founded upon any contract express or
inplied inlawor fact, shall be barred unl ess the conpl ai nt
is filedwthin six years after the right of action accrues or
w thin one year after final decisions have been rendered in
appl i cabl e admini strative proceedi ngs required by contract or
by law whichever is later * * *,

28 US C 8§ 2415(a) (1994). This Board has hel d nunerous tines that
statutes establishing tine limts for the coomencenent of judicial actions
for damages on behalf of the Lhited Sates do not limt admnistrative
proceedi ngs within the Departnent of the Interior. See Texaco Expl oration
& Production, Inc., 134 IBLA 267, 270 (1995); Texaco, Inc., 134 IBLA 109,
116 (1995); Chevron US A, Inc., 129 IBLA 151, 154 (1994), and cases

cited.

A dermand for additional paynents for purchases of RKoil is not a
judicial action for noney danmages brought by the Lhited Sates, but is
an admni strative action not subject to the statute of limtations. See
SER, Jobs for Progress, Inc. v. Lhited Sates, 759 F.2d 1, 5 (Fed. Qr.
1985); Chevron US A, Inc., supra; A aska Satebank, 111 IBLA 300, 311-12
(1989). As the US Qourt of Appeals for the Hfth drcuit stated in a
Septenber 7, 1994, order granting rehearing of its opinion in Phillips
Petroleum . v. Johnson, 22 F. 3d 616 (5th dr. 1994), and affirmng the
district court's grant of summary judgnent to the defendants in two of four
consol i dated cases:
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The term"action for noney danages" refers to a suit in
court seeking conpensat ory damages. The plai n neani ng of the
statute bars "every action for noney danages" unl ess "the
conplaint is filed wthin six years." (Enphasis added.) Thus,
actions for noney danages are commenced by filing a conpl ai nt.
Actions that do not involve the filing of a conplaint are not
"action[s] for noney danmages.” S nce the governnent has filed
no conpl aint, the agency action is not a[n] action for noney
damages." Thus, [28 US C] 8§ 2415 is no bar.

(Oder at 3-4, quoted in Texaco Exploration & Production, Inc., 134 IBLA
at 270-71).

VW are wthout authority to decide whether the statute of limtations
woul d bar a judicial suit to collect underpaynents for RKoil; such a
determnati on woul d be nade by the court before which any col | ection
proceeding i s brought. See Texaco, Inc., 134 IBLA at 117; Marathon Q|
@., 119 IBLA 345, 352 (1991); A aska Satebank, 111 IBLA at 312; see al so
Phillips Petroleum@. v. Lujan, 951 F.2d 257, 259-60 (10th dr. 1991).
None of US QIl's argunents persuades us that the 6-year limtation period
in28 US C 8§ 2415(a) (1994) shoul d be read expansively to apply to
admni strative proceedings. W&, therefore, hold that 28 US C § 2415(a)
(1994) does not prevent MVMB fromdenanding that US QI remt additional
paynents for purchases of RKoil.

[2] VW alsorgect US QI's assertion that MV shoul d | ook for any
under paynents for the RKoil to the | essees who reported the erroneous
prices. Lessees fulfill their royalty obligations by delivering the proper
amount of RKoil. See Texaco, Inc., 129 I BLA 46, 50 (1994). As the Board
stated in Mbil Ol Grp., 107 IBLA 332, 333 (1989), when interpreting the
of fshore late paynent regul ation, 30 G-R 218. 150(d):

[Als to royalty taken in-kind, the purchasers of such, not

the producers of the oil, are | ooked to by the Departnent for
tinely paynent of the production purchased and | ate paynent
charges for untinely paynents. Mreover, it stands to reason,

as Mbil argues on appeal, that it is the "royalty-in-kind

pur chaser whi ch had an obligation to pay the governnent for the
production delivered" and that "if anyone profited from[Mbil"s]
msreporting, it was the royal ty-in-kind purchaser who had
possession of this oil for a period of nonths w thout having to
pay for it" (Satenent of Reasons at 3). [Ewphasis in original.]

S nce the | essees' errors here were reporting errors, the Departnent nust
| ook to the purchaser of the RKoil for underpaynents. Texaco, Inc.,
29 IBLA at 50. Therefore, MG properly addressed its denands for
additional paynents for RKoil purchases to US Ql.

[3] Neverthel ess, we are unabl e to uphold MMB denmands for additional
paynents for the 1983 RKoil. M concedes that its bills for January,
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February, and Decenber 1983 are not supportabl e, and we reverse the Deputy
Drector's decision to the extent he uphel d the underpaynents denanded f or
t hose nonths. 3/

V¢ al so conclude that the renmai nder of the paynents denanded are
not justified by the record before us. The sale of RK oil is governed
by 30 US C 8§ 192 (1994), which authorizes the Secretary of the Interior
to sell such oil at "not |less than the narket price." According to the
regul ati on applicable to the period at issue, 30 CFR 208. 2(f) (1983),
"market price" neans "the highest price per barrel regul arly posted,
publ i shed, or generally paid, or offered, by any principal purchaser of
crude oil of equal AP.I. gravity in the field where produced.” A though
the regul ations do not define "principal purchaser,” M considers such
a purchaser to be a conpany that regul arly purchases crude oil under arms-
length conditions. M bases its case-by-case "principal purchaser”
determnations on the percentages of the total crude oil available for sale
under arms-length conditions bought by each purchaser (Decision at 7). 4/
According to its nost recent justifications, the validity of the MVB
denands for additional paynents hinges solely on Chevron's purported status
as a "principal purchaser” of crude oil fromthe Mdway-Sunset field during
March t hrough Novenber 1983.

It is incunbent on MMBto ensure that its decision is supported by
arational basis, and that such basis is stated in the witten decision,
as well as denonstrated in the admnistrative record acconpanyi ng the
decision. Larry Brown & Associates, 133 I BLA 202, 205 (1995); Eddl enan
Gonmuni ty Property Trust, 106 | BLA 376, 377 (1989); Roger K (yden, 77 |1BLA
4, 7, 90 1.D 481, 483 (1983). The recipient of the decisionis entitled
to a reasoned and factual explanation providing a basis for understandi ng
and accepting the decision or, alternatively, for appealing and di sputing
it before the Board. Larry Brown & Associ ates, supra; Kananwha & Hocki ng
Qoal & ke (., 112 IBLA 365, 367-68 (1990); Southern Uhion Exploration
@., 51 IBLA 89, 92 (1980). An admnistrative decision is properly set
aside and renmanded if it Is not supported by a case record providing this
Board the infornation necessary for an objective, independent review of the
basis for the decision. Larry Brown & Associ ates, supra, Shell fshore,
Inc., 113 IBLA 226, 233, 97 |.D 73, 77 (1990).

3/ Snce the Deputy Orector’'s decision upheld the Feb. 9, 1988, denand
letter only to the extent it required additional paynents for January 1983
purchases of RK oil fromFederal Lease No. 80-020997, that denand | etter
has now been reversed in its entirety.

4/ The definition of "principal purchaser” found in the Gt. 9, 1991, R/SD
val ue determnation and challenged by US. QI inits SOR has apparently
been abandoned by MG in favor of the interpretati on adopted by the Deputy
Drector in his decision. Snce US QI does not object to this
construction (see Reply at 8, 10), we need not rule on the issues rel ating
to the now forsaken definition.
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None of the MVB denand | etters at issue in this case explains in
detail the basis for the Sate's conclusion that US QI padless than
the narket value for its RKoil purchases or discloses the data underlying
the Sate's analysis. Nor does the record before us include copies of any
of the issue letters prepared by the Sate or any other docunents
supporting the Sate's determinati ons. Those deci sions thus do not provide
the i nformation necessary to conduct an objective, independent review of
the basis for the MBS under paynent denands. See Geat Wstern nshore,
Inc., 133 I BLA 386, 397 (1995).

Additionally, the casefiles submtted in the appeal s of the 1988
denand | etters (MVE 88-104- ®G and MVB- 88-194- (&G contai n no ref erence
to Chevron. Instead, both US Ql's appeal submssions and ME field
reports indicate that the underpaynent conputations derived fromthe
Sate's assunption that ARGOwas a principal purchaser of crude oil from
the Mdway-Sunset field during 1983, and that, therefore, ARJOs posted
prices represented the nmarket value of the RKoil. Ve have al ready
reversed the Deputy Drector's affirmance of the February 9, 1988, denand
letter (MVB88-104-BG based on MB concession that its under paynent
denands for January 1983 RK oil are not supportabl e based on AR s
pricing. Neither MMB April 11, 1988, denand | etter nor the acconpanyi ng
admni strative record provide noti ce of or support for MB clains that the
under paynent conput ation was based on Chevron's posted prices and that it
qualifies as a "principal purchaser” of crude oil fromthe M dway- Sunset
field during 1983.

ME June 1, 1989, denand | etter included an attached schedul e
i dentifying "Chevron/ Arco” as the conpany posting the highest price for
March through August 1983 and |isting Chevron al one as the conpany posting
the highest price for Septenber through Novenber 1983. Wiile this schedul e
arguabl y provi ded sone notice to US QI that MM was relying on the
prices posted by Chevron (as well as by AR as determinative of the
"mar ket val ue" of the purchased RKoil, MW first explicitly announced
its reliance on Chevron as a "principal purchaser” inits April 14, 1992,
field report (M 89-0186-CG. That report, however, did not provide a
rationale for that determnation, but sinply indicated as foll ows:

A'so, per the above-noted principal purchaser deternmnation,
and fromdi scussions wth both R/SD and S ate personnel, we
have determined that there is no doubt that Chevron was a naj or
princi pal purchaser fromthis field during the period under
appeal. Therefore, US QIl's request for price posting
information fromM& or the Sate is not nerited inthis
situation. S nce Chevron's price postings are public
information, US QI can easily verify the accuracy of the
Sate's val ues by checking wth Chevron or by checking with the
Galifornia Energy Gommission Library.

(Apr. 14, 1992, Held Report at 3). This conclusory statenent is devoid
of supporting analysis and falls far short of providing the necessary
reasoned and factual explanation for the decision. As noted above, in
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order to avoi d bei ng set aside on appeal, an agency deci si on and
supporting docunentation nust contain, at a mninum enough data to support
t he concl usi ons announced therein. It is not adequate for an agency to
assert that its conclusion is correct and pl ace the burden of |ooki ng up
supporting data on the recipient of the deci sion.

ME attenpt to bolster its conclusion that Chevron was a "princi pal
purchaser” via the introduction of new evidence in its answer on appeal
(consisting of various agreenents and contracts referencing Chevron's
prices) does not overcone the deficiencies in the record before us. 5/
However, as anply denonstrated by US Ql's reply to MB answer (Reply
at 8-11), those docunents do not, by thensel ves, establish that Chevron
satisfies the definition of "principal purchaser” set out in the Deputy
Drector's deci sion.

Accordingly, the Deputy Drector's decision is set aside to the extent
it upheld the April 11, 1988, and June 1, 1989, denand letters for the
nont hs of March through Novenber 1983.

Therefore, pursuant to the authority del egated to the Board of Land
Appeal s by the Secretary of the Interior, 43 GFR 4.1, the deci si on appeal ed
fromis reversed in part, and set aside and renmanded in part.

David L. Hughes
Admini strative Judge

| concur:

John H Kelly
Admini strative Judge

5/ Inthis regard, we note that we are uni npressed by M assertion on
appeal that US QI is barred fromdisputing the concl usion that Chevron
was a "principal purchaser” because it did not raise the question before
the Deputy Drector, MB. O course, it was MVE that bel atedl y rai sed
that issue in an effort to provide support for its previous demand for
addi tional noneys.

If MMBis correct that the question of Chevron's status nmay not
properly be considered, this Board woul d have no choi ce but vacate the
denand |l etters thensel ves as unsupported, as they plainly failed to present
any basis on which to affirmuse of Chevron's sales figures. However, in
the interest of admnistrative econony, we instead deemit appropriate to
consi der the question of whether the record, as devel oped up until this
point in the admnistrative review process, supports the concl usion that
Chevron was a "princi pal purchaser.”
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